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Covid Cess May Face
Legal Hurdles: Experts

Sachin.Dave@timesgroup.com

Mumbai: The government’s plan tora-
ise additional funds by introducing ad-
ditional cess or surcharge over and abo-
ve current tax rates may end up facing
legal hurdles, say tax experts. Issues
around legality of the cess, its imple-
mentation and splitting of monies col-
lected between federal and regional go-
vernments will crop up, say experts.
While the modality of the same is still
not clear, the government is looking to
introduce additional cesson currentdi-
rect and indirect taxes to fund the cost
of Covid vaccination through the cess.
This would mean that the Covid-19 cess
would be applicable on income tax as
wellason goodsand services rax(GST).
The first hurdle would be how to bring
in the cess and then how to introduce a
sunset clause or how to roll that back,
say tax experts. “The percentage of Co-
vid-19 cess on direct taxes would depend
on howmuch the government wishes to
raise at this point in time but one needs

to balance with the objective of remai-
ning internationally competitive, espe-
cially given the recent lowering of cor-
porate tax rates. Further, an introduc-
tion foraclearly defined time frame will
avoid the possibility of an annual rollo-
ver of the cess, ashas happened in some
instances in the past,” said Gautam
Mehra, partner tax, PwC India.

The foundation of any cess over and
above indirect tax — GST — is not allo-
wed as per the current framework,
which if tweaked will pave way for sta-
tes levying their own versions of diffe-
rent top up taxes. “The imposition of
any sortof cessisacleardeviationfrom
the objectives of GST and may be chal-
lenged in the court. While the constitu-
tion provides that the GST Council may
recommend imposition of any special
rate to raise additional resources du-
ring any natural calamity or disaster,
theimposition of cess will open the Pan-
dora box for levying cess in future even
by states,” said Abhishek A Rastogi,
Partner at Khaitan & Co.
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